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In a recent interview with Prensa Latina (published 11/15/87), United Left (IU) Sen. Carlos Malpica
discussed new legislation introduced by the ruling APRA party on guidelines for foreign companies'
participation in oil and gas exploration and exploitation. According to Malpica, the principal
motivation for such legislation at this time is to facilitate the exploration of recently discovered
gas deposits in the Amazon jungle region by the Shell Oil company. Rights to exploration and
development for a 30 to 40-year period, he said, are included in the legislation. The senator,
considered an expert on the oil industry and a member of the chamber's hydrocarbon development
committee, claimed the arguments employed by supporters of the new legislation are similar to
those used seven years ago in another attempt to provide additional incentives to transnational
companies. Although Malpica admitted that foreign capital is needed in the oil industry, and
particularly in exploration, he said foreign capital should be restricted to "complementing" activities
undertaken by the state oil monopoly PETROPERU. Oil is Peru's largest single source of foreign
currency. The senator mentioned that in 1980, then-Energy Minister Pedro Pablo Kuczinsky under
the administration of President Fernando Balaunde established new guidelines in the exploration
of crude oil. At that time, he said, in order to attract foreign capital regulations on access to and
control over foreign currency and profit repatriation were changed. For instance, taxes on foreign oil
company profits were reduced from 68.5% to 41.1%. "We were told that it was essential to provide
more incentives to foreign companies, or we would be left without reserves, and that by 1984, we
would become net oil importers...What actually happened is that the transnational oil corporations
invested in the exploitation of existing deposits, rather than in opening up new ones." Sen. Malpica
stated that in his view, foreign capital should be restricted to investments in oil exploration. Foreign
companies would receive "rewards" corresponding to the high risks of this activity, he said.
"PETROPERU should have exclusive rights to all discovered oil and gas deposits."
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